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Subject: Peaceful Nuclear Cooperation with China

~ The attached paper on Peaceful Buclear Cooperation with
China has been revised to raflsct agency coxmants provided
at the Senior Interagency Masting held on December 14.
The paper also raflects additional commentas received frowm
the agsnoies to dats. It is requested that final comments
snd agency positions at the policy level be foxwarxdsd to
Nr. Kennedy's office by nocoh on Thursday, Decembex 16,

g0 that the paper may be submitted to ths White House on
Priday. '

!
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L. Paul Breomer, III
Executive Secrstarxy
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Whether to purtui peaceful nuclear cooperation with China
and, if 80, under what conditions.

ESBENTIAL PACTORS

Lo

China io considaring purchasing two power reactors
for Guangdong Province with the psrticipation of a Hong
Kong utility. Pinal avproval by the cantral governmant
will depend, among othesx factors, on financing arrange-
mants and an agreewsnt -iLh Hong Kong to purchase the
majority of the porter for foreign currencey. The British
have veqQuested U.3. znproval to export Hastinghouse
reactor techneol to China for this project. The Prench,
az well as 0.8, firms, also are interesated in providing
the Guangdong reactors. China also is planning to build
& osmall reactor near Bhanghai and has sought U3 and other
foreign assistance.

Peaceful nualear cooparation would show the Chinese ¥
that ve are prepared to axpand our ralationship in aress of L
rutual benefit, It slso offers subatantial commercial benefits
for U.8. firms: The Dyp.rtment of Commarce estimates that
the total potential value of diract cooperation could be
$l1.7 billion, and that the potential value of indirecs
ccoperation conld Lo eeaw millican. (See Attachmsnt A). It
wight help us to influence Chinese policy in the non-
proliteration area over the longer term. Purther, the
British believe that UX participation would contribute to
closer Chinese ties with the West.

Howaver, there are significant obstacles to and seriocus
political risks in nuclesr cooperation with China. Any
agresmsnt for cooperation will be sudject to Congressional
review and scrutiny. China is a nuclear weapons state;
thus Chinese refusal to accep: IARA safeguards on imported
nuclear materials or facilities is not a legal impediment to
cooperating. Nowever, a cooprraticn arrangement withoet
such safeguards would be coriticined both as sett a pocy
non-proliferation precsdent and as potentially assisting & -
Communist country's nuclear weapons program. It would alao

be seen internationally as discriaination in favor of a nucleer
veapons state.

SECRIT/M0ODIB/MOPOMI/ORCON
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Moreover, Chineme exports of nuclear naterials,
®.9. to Bouth Africa »nd Argentina, without internationally -
accepted safeguards or controls threatens to undermine common

suppliers' policies which are essential to our non-proli-
feration goals. ' ‘

Most important, thiz suwmsr naw intelligence information
showsd that Pakistern has 0ought -~ and probably has received.
~~ At least scme assistance in nuclear explosive design from
China, Racent intellig- ¢y elso shows that China ia providing
some assistance to Pskiztan's efforts to produce highly ’
enriched uranium for its nuclear weapons progran,

, Bither type of Chinean assistance to the Pak program
legally would pracludas dirscet US export of reactors or nuclear
matorials or equiprant, unless the Prasident officially
detarsines that China has taken steps representing sufficient

progress toward terminating these activities.® This prohibition

can be waived, subject to Congrassional review if the Prssideant
de:termines that not permitting such eaports would be sericusi

prejudicial to the achisvemant of US non-proliferation ectives

ot otherwise jcopardizs %a U.B. com=on dafense and gecurx ty.
¥We balieve that st this time there is an insufficient basis
for the President to maka aither determination.

Pinally, because of these Chinese activities, there
would be considerabla Congressional opposition to any form
of nuclear cooperation. A :

General Walters travaled to Beijing in early August
'to aeek confirmation of the Chinese Ambassador's April
1981 statement to Deputy Sacretary Stoessel that China
would not assist other nations to develop nuclear weapons.
Foreign Ninister Buaag and Prenmier Shao, however, would
only repeat that China's views on the nuclear issue

Bection 129 of the Atcmi: 3rergy Act precludes the export

of nuclear matorials and equipwent or sensitive nuclear
technology to any nation found by thes President to have,
aftar March 1978, “assisted, encouraged or induced any
non-nuclear wespon state to engage in activities involving
source or special nuclear Baterial and having direct
significance for the manufacture or acquisition of nuclear
explosive devices, and L23 failed to take steps which, in
the President’s judgment, represent sufficient progress
toward terminating such assistance, encouragement cr induce~

msent®,
| i
l . . .o e . 1

'
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Approved For. Release 2008/03/07 : CIA-RDP84B00049R000501200004-5




Approved For Release 2008/03/07 : CIA-RDP84BOOO49R000501290004-5

BECRXT /1%0D1 8/NOFORN /ORCON
-3 -

diffored frem those of the u.8. Although not explicitly
dicavowing the Ambmenndor'’n areorancn, cach avoided reiter~
ating that China wouwld not mrsist rny cther country in the
davelopment of nuelonr wongena., They asserted that China :
has no information that Pakistan im ésveloping nuclear veapons
and they emphasined that China strongly shares our intereat

in psace and stability on the subcontinent.

Bscause of the irpertrnom of this tasue, Arbasssdor
Humrel preesed the Chirr: t onon again for this assurance
on August 30. On Baptember 23, Vioe Ninister Han Xu
callad in Bursel and reitarated the two points made to
us on previous oceasl:. .. 1) Thina and the U.S. have
differing views on the nuclear menticny and (2) China
is no less concerred ahout peaon and stability in South
Asia than the U.3. Pinally, Han respeated a standard
line that China opposes big powsr Bonopoly of nuclear weapons
and considers it unfair to ask ron-nuclear weapocns statss to
give up the right to scguire nuclesr weapons. Han also

Claimed that China does not in Any vay encourage prolifer~
ation,

Even if all the logal and political obstacles were
resolved satisfactorily, we would still need to proceasd
carafully in order to minimigze possible adverse regional
inplications. Indian discovery of the possible extent of
Chinese-Pakistaan nuclesr wIapons oooperation, in the estimate
©f the intelligence comaunity, would lead to "a sevVere
" Indian reaction that could rang» £rom renswed nuclear testing
to direct military action against Pakiatan.® There is also
som® risk that India and Pakistan may conclude that US
nuclear exportas to China represant an easing of ocur non-pro-
liferation policy with reapact to their own nuclear prograns,

Before the recent information about Chinese/Pakistamt’
nuclear collaboration was roasived, we believed that there |
would bs a legal end policy basia for procesding with nucleasr
cooperation if (1) China agreed to an adequate bilateral
substitute for IAZA safeguards and accepted other statutocy
conditions for cocperation (2) China adopted nuclear ;

export policies raguiring safeguards and other tntornatioaaliy
accepted conditions.

Given the recsnt information, we have not actively sought
to nsgotiste a nualaar ~~~=apacion egreement with Chinas.

-

¥e have told the British that we canndot, under current ;

Circumstances, approve their request to transfer Weatinghouse
teochnology to China. We have told Westinghouss that we

sxCr rOXN/ORCON
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RAYy not legally license U.8. nuclear exports to China,

2nd ve have not spproveu reqQuests for the export of us
nuclear technology.

A. Do not Activei bwwn nuclear Cooperation with China
&t This »ne ,

Under this aption, we would not pesk a waiver of legal
provisions to allow exports of US material, equipwment o¢
tachnology for the Chinese reactors currently under cone

" sideration. Bowever, we would continue our non-proliferaticn

dialogue with China,

Pros;

== This would eomply with the letter and the spirit of the
Atomic Energy Act.

== It would be moat conaialent with the President's non-
proliferation diractive ana statement on strengthening

IABA aafajuards, Eeetraining the spread of sensitive nucleasr
tochnelogy, and winning intacnaticnal support for uniforn non-
proliferatica eaport conditions, and with US offorts to
strengthen the international framework that helps prevent

the spread of nucloar w3apons,

-~ It entails few political costs Gr opposition in

Congreas, and it would avoid a public Gebate over the extant
of Chinese aid to the Dok nuclear ueafona program which
would hurt broader U3 interests in China end in Pakistan.

-~ As the hiatory of Us eoopordtion'wlth other countries

indicates, nuclear cooneraticn could well prove an irritant,
not a benefit, in UB-China relations,

== It would be oonsistent with US efforts to contain

Pakistan's nucleap PECTu v which involwe Bajor commitments
to US prestige and influsnce.

Conas -

=~ US coopsration with China could izsprove the ovazall climate
of cooperation betwsen our countries, and contribyts to
political and economic tios, :

_— Thie 6!!.:: iittla Lt sy ohanes for future, nuclear
cooperation with Cdbina, and thus for obtaining significant
sales of oqutp-gnt..mochnology; and services by US firme.

|

' " SERCEET AMNTA AN weanes samane. ]
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. == 1If the U8 ddcs not ssll thoftclctor-. other countries

B, Pursuva nuclear cocparation with China on the basis of
cextain condizicnc. . .
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-~ Refusal to pernit U Tirrme to ure licensed US techrology
will be a political irritant with the UK, which places
considerable ecocnomic and political valus on British
nuclesar cooperation v1... Thina, with or without the US.

will,

¥We would make clear to the Chinsse our desire to cooperate
in this fileld and conclude a peaceful nuclear cocoperaticn
sgreemant if we (1) got clear and convincing assurances from
the highest lovwsls 0f the Chirase govsrnment that China
would not assiat anx country in any way to obtain nuclear
weapons, and there is no evidence leading to a contrary
conclusion; (2) chetain Chinane acreasent to adequats
bilateral prosedures which assure that our exports are not
ratransfarrad without Gur conpant cr used for any military
purposa; and (3) a Chinas cowmitaant to adhere to intac~
national norms in it? ~m nuclear mxports. We would need
to carefully consifiar how dert to ayproach the Chinese in
ordar to achiaws thase thrae cbiectives. The Presidand
would still need to <:-_:rmine that China had “taken s
which zapresent sufficisnt pooeress toward teraminating® :
essistance to Pakiatan®s nuclear veapons program. Thus, ¥e
would also need to cortfully assess the validity of Chinese

asaurances, and the irpact of a Presidential determination
on our relations with Pakistan,

Pross

-- This gives the bast chance of resolving our major
policy concorns (and ovr ovarriding legal consideration) in
o way that, if guczt--*"}, aonld then reap the full
economic and political honefits of the potential sales cof
reactors, fuel, and services to China as detailed above,

-= It preaserves the broader credibility of our non-prolifera~-
tion policy. ' ;

[
!
!
;
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-~ This would virtually dcatro@ the credibility of our non-

proliteration policy.
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Options for U.S. Nuclear Exports to China

Maximum Estimated Value of U.S. Exports (SM) for Guangdong
(2%1000) Nuclear Power Plant

Enginsering Puel Nuclear Steam Turbine Other Equipment

and Congulting Technology . Supply Systems . Generators
' Technology
A ' . )
Provision:s 0 0 0 0 0
]

.

Tec male y Transfwrs

to Jhima: - $30tm $1l0m $65m $30m $10a
tev.s Liceraean: 0 10 60m 0 0

cA B L. I R

Keiatain

Cocparation Saxas as D if cooperation is achisved within reasonable time froza

0 .

Ixposrt

Technology ¢ . :

Equipnant: 300 500 400 300 200

Directly :
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Total

3410z
370m

$1,7b
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